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and development, and infrastructure. Illustrative is a recent Business
Week cover story, A Growth Policy for the '90s. It listed seven items,
the fourth of which was infrastructure. Economists and political leaders,
particularly many governors, are beginning to appreciate the stimulating
effect, beyond on-the-site job creation, of an efficient transportation
network on overall private economic activity. They are recognizing the
nature of an adequate and well-maintained public stock of infrastruc-
ture to the profitable and efficient production and distribution of
private-sector goods and services. An increase in public infrastructure
investment, such as in highways, raises the growth rate of labor produc-
tivity in two ways: (a) directly, by allowing the available private capital
stock to be used more efficiently and (b] indirectly, by promoting
private investment, making more private capital available per worker.

The leverage of a relatively small public transport infrastructure
investment on the significant private sector transport expenditure is
enormous. Highways are generally supplied by public agencies,
whereas operating costs and vehicle capital costs are incurred by pri-
vate entities. They are intrinsically inseparable, and the attributes of the
highways clearly have a major impact on operating costs. Whereas
public disbursements for highways are less than $80 billion per year,
private and public out-of-pocket expenditures related to the use of
these facilities total nearly $ 1 trillion per year. Travel time and safety
costs also total nearly $1 trillion per year. Thus, although public
highway investments amount to a tiny percentage of total highway
costs, they have a high positive leverage on private-sector efficiency.

The 1990 Economic Report of the President expresses the sentiment
well:

Inadequate government infrastructure can impede improvements in
productivity growth [and] taking advantage of productive opportunities
to maintain and improve the infrastructure is an important part of
Federal, State and Local government policies to raise economic growth.

It is clear that the turning point coinciding with the so-called post-
Interstate era and ISTEA signifies much more than a change in the
structure and financing mechanisms associated with the Federal-aid
highway program. New pliable paradigms are needed for transporta-
tion investment. Paradigm shifts are frequently encountered in the
physical sciences, where hard evidence of a contrary nature forces,
often abruptly, a change in view. Unfortunately, the nature of the social